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Economic Analysis

ECONOMIC OVERVIEW

Jerry Johnson
Portland State University
Jerry Johnson is an adjunct professor at Portland State University’s
Center for Real Estate. He is also the Managing Principal of Johnson
Economics, a consultancy based in Portland.

T

he economy continued to bounce back during
the first quarter of 2022, but the rate of growth
fell below the inflation rate during the quarter.
While nominal GDP growth was up 6.5% during
the quarter the real GDP (adjusted for inflation)
dropped 1.5%. The drop is attributable to pressure
from inventory investment, exports, and declines in
government spending from historically elevated levels.
Consumers continued to spend. Both nominal and real
GDP are now well above pre-pandemic levels.
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The most significant economic story this year todate is the reemergence of inflation as a significant
consideration. At the national level, the inflation rate
has remained below 5.0% for the last forty years, with
rates below 2.0% for the last decade. The economy
has enjoyed a sustained period of low inflation and
low interest rates, which has now been disrupted. The
Consumer Price Index (CPI) for all urban consumers
rose 8.6% during the first quarter, and the surge appears
less “transitory” than initially forecast.
There are a number of factors that have contributed
to recent inflation. The first is the sharp increase in
aggregate demand during the pandemic attributable to
the federal government’s unprecedented levels of fiscal
stimulus. This sharply increased demand at a time when
the supply chain was unusually dysfunctional due to
pandemic-related restrictions. In simpler terms, we
sharply stimulated demand while simultaneously placing
restrictions on supply. The inflationary pressure from
these dynamics have been compounded by the Russian
invasion of Ukraine, as well as continued restrictions
from China’s zero-tolerance COVID-19 policy.
The Federal Reserve’s response to the inflationary
pressure has been to raise rates, and the expected pace
of rate increases has been rising. The Fed is seeking
to engineer the theoretically possible but rarely
accomplished soft landing. This has profound impacts on
the real estate markets.
CPI INDEX, URBAN CONSUMERS, PERCENT CHANGE FROM YEAR AGO, SEASONALLY ADJUSTED
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A key driver of the inflationary pressure has been an
elevated level of accumulated saving associated with the
stimulus payments. Consumers have continued to spend
this accumulated wealth over the last year, with the
savings rate dropping below 5% in the last quarter. Total
personal savings in the United States had growth to just
under $2.9 trillion in the first quarter of 2020, dropping
to under $2.3 trillion by the first quarter of 2021.
While the historically high level of personal savings is
declining, there remains plenty of fuel to feed demand
side pressure.
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The Portland metropolitan area is now outperforming
the national average in terms of employment growth
rate. This reflects a return to the long term pattern for
the region, which emerged slowly from the pandemicrelated downturn. The metropolitan area typically
outperforms the national average in terms of growth rate
during expansion periods.

RATE OF EMPLOYMENT GROWTH - YEAR OVER YEAR
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Employment levels were approaching in their prepandemic peak by the end of the first quarter, both at
the national level as well as the state and metro area.
Employment remains down 8.7% in Educational
Services and 8.3% in Leisure & Hospitality. The highest
rate of growth has been in Construction, followed by
Transportation, Warehousing, and Utilities, Information,
and Professional and Business Services. On an absolute
basis, the construction sector added 6,900 jobs, followed
by professional and business services (6,800).
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CES EMPLOYMENT INDEX (Jan-12 = 0)
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PERCENT EMPLOYMENT CHANGE
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While the economy has been adding jobs at a rapid
pace, the unemployment rate has dropped below 4.0%
at the national, statewide, and metro area level. This has
occurred despite overall employment levels remaining
below pre-pandemic levels. While we saw a dip in the
labor force participation rate during the recent recession,
most of that decline now appears to be gone. The drop
in unemployment is tied to a commensurate drop in
international migration during the pandemic. The tight
labor market and high inflation rate is expected to place
pressure on wage levels.
New development continues to see sharp increases in
material costs, with the cost of construction seeing
sharp rises in the last few years. Costs in the Portland
metropolitan area have run at 4% to 6% above national
averages. Higher costs are seeing a number of key
material prices. Lumber is up 52% since the first quarter
of 2019, while PVC piping is up 119%, copper wire
and plywood up 83%. Costs are also impacted by higher
labor costs in this tight labor environment. Rising
construction costs place upward pressure on housing
prices as well as commercial/industrial lease rates. Over
the long term rent levels are a function of replacement
cost, and higher costs will eventually need to be
recovered through higher rents.
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MATERIAL PRICING CHANGES
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Sharply rising home prices have once again raised
concerns of a housing bubble, with pricing now well
above the historical trend line. This last occurred prior to
the housing bubble in 2006 through 2008. While home
prices in the Portland metro area have risen sharply over
the last two years, the pattern is like that in the nation,
and well below the rate of growth that has been seen
in Seattle and San Francisco. While home prices have
been rising the percentage of homes affordable to the
median income buyer in the National Association of
Homebuilder’s index is now at 43.2% in the Portland
metro area, compared to 56.9% at the national level.
While low, this rate was significantly lower in 2018 and
2019.

SOURCE: Mortenson Cost Index, Portland
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HOUSING OPPORTUNITY INDEX
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A primary distinction between the current housing
market and that preceding the housing bust of 2009 is a
lack of supply overhang. The local and national market
has been systemically underbuilding residential product
since the previous downturn, and price escalation reflects
a strong seller’s market due to limited supply as opposed
to demand-side driven pricing pressure. Average market
times are at historic lows, and even with reduced demand
levels there will be significantly less pressure for price
relief from buyers in a supply-constrained market. Rising
interest rates have already impacted housing demand,
but supply remains tight. We are likely to see longer
marketing times for higher priced homes that represent
discretionary purchases, while lower priced homes
continue to see price pressure.
Despite the recent strong residential rent growth in
the Portland Metro Area, the region is lagging many
of the larger cities in the nation currently. The Phoenix
Metro Area has been the strongest performer during the
pandemic, and still has the highest annual rent growth,
at 18.6%. San Francisco, which was the weakest of the
large metro areas in 2020, currently exhibits 10.8%
annual rent growth, while New York has rent growth of
10.0% and Seattle 11.5%.
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ANNUAL RENT GROWTH AND RENT GROWTH IN TWO YEARS OF COVID, SELECT METRO AREAS
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If we look at the last two years since the pandemic was
declared, Portland is one of the stronger regions, with
total rent growth of 12.1%, well beaten by Phoenix at
29.4%, but above Seattle at 10.5%.
ANNUAL RENT GROWTH AND RENT GROWTH IN TWO YEARS OF COVID, SELECT METRO AREAS
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Within the Portland Metro Area, the strongest rent
growth during the two years since the pandemic was
declared has taken place in peripheral submarkets,
especially in the west (Hillsboro), south (Wilsonville),
and north (Clark County). The strongest performers
have been modern three-story walk-up projects. These
have offered the combination of up-to-date amenities
and finishes – sought by the affluent renters coming from
more central submarkets – and large units with private
entrances – which became important selling points
during COVID. More urban projects with smaller units,
elevators, and internal corridors saw less demand, even in
these peripheral submarkets.
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Office Market Analysis

COMMERCIAL MARKET

Anthony Bertenelli
Portland State University
Anthony Bertenelli is a Master of Real Estate Development
(MRED) candidate at Portland State and a Society of Industrial and
Office Realtors (SIOR) real estate student fellow.

T

he Portland commercial real estate market trended sideways
in the first quarter of 2022, presenting a mixture of good
news and bad for predictions over the remainder of the
year. Office direct vacancies once again increased across the entire
Portland metropolitan area, up 15.8% year-over-year (“YOY”) to
11.7% in the first quarter of 2022. Total leasing activity rose across
the Portland area with 940,000 square feet of new leases signed, up
19.4% YOY. Total Class A office leasing activity was a respectable
but not stellar at 343,339 square feet. Subleasing activity was
down across the Portland metro area to its lowest level since the
COVID-19 pandemic began, at just 115,544 square feet.
Part of the increase in demand for space was due to a decline in
asking lease rates, especially in the Portland downtown business
core. The average during the quarter was $27.92 per square foot
with extensive incentives and concessions still offered by landlords
on new leases. As part of a parallel trend, office sales in the first
quarter of 2022 fell to just 72 total transactions with an average of
$309 per square foot and overall cap rates of about 6%. Despite
the amount of construction cranes and active development sites
across the city, there are relatively few new major projects in the
development pipeline. Only slightly under one million square feet
of space is currently under construction, most notably 503 on Tenth
at 269,908 square feet and The Trailhead at 200,200 square feet. In
the current climate, the primary goal has been leasing existing and
soon to be delivered inventory rather than starting new signature
developments.
ECONOMIC ACTIVITY

There is much optimism in the Portland economy going into 2023
and beyond. The unemployment rate in the Portland metropolitan
has decreased substantially from its pandemic peak of 13.1%
in April 2020 to just 3.9% today. Unlike the commercial retail
and office markets, the Portland residential real estate market has
remained strong and competitive both for leased apartments and
especially single-family homes. This suggests confidence in local
economic prospects going forward.
The downtown Portland business core remains a persistent problem
relative to the booming growth for all types of properties in the
Portland suburban markets. There are many doubts as to the
commercial viability of the historic downtown core of Portland
including neighborhoods such as Old Town and the Pearl District
due to sharp increases in crime. Additionally, large numbers of
homeless encampments are not being adequately addressed and the
markets reflect this sentiment. For example, City Hall’s recently
announced anti-crime and anti-trash “90-Day Reset Plan” for
Portland’s Old Town neighborhood has been viewed as a failure by
the local business community.
A n t h o n y B e r t e n e l l i | Office Market Analysis
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Despite the current positivity in the Portland market, there are
many warning signs on the horizon for 2023 and 2024. With
many measures of inflation – particularly U.S. core inflation – at
historic forty-year highs, interest rates will continue to rise and
increase mortgage debt service costs. Many economists are warning
that a “deep U.S. recession” would be “more than likely” should
rates rise above 5%. U.S. gross domestic product fell 1.4% in the
first quarter of 2022, the first decline since the early days of the
pandemic. In Portland specifically, there are economic warning
signs that suggest the boom times of the last decade may be done
for the foreseeable future. Portland’s current job growth of 6.5% is
no longer top ten in the U.S. This is a change over the last decade
where strong employment was a magnet for all types of real estate
market activity from apartment leasing to retail development.
Current job growth is 9.1% in San Diego and 13.7% in Las Vegas,
which are 50% and 100% higher than Portland, respectively.
RETURN TO WORK

Much like the rest of urban America, downtown Portland is
counting on the return of office workers and the retail and service
workers they support. Also like the rest of the country, there have
been multiple false starts and feints regarding when this outcome
will happen. With the decline of COVID hospitalization rates
and most mask mandates, the notion in real estate circles was that
companies would once again require their workers to return to their
downtown offices. But time and time again, this return has not
happened for a variety of reasons. Across the U.S., nearly half of
all companies are not requiring workers to return to their offices for
two main reasons.
First, many highly prized employees in a tight labor market do not
want to return to their offices and prefer to work from home or
as “digital nomads”. This is a new employment fringe benefit for
professionals who can manage their tasks online. Companies are
also saving money on office space requirements and are ditching
the large urban office for smaller footprints downtown with more
back-office operations done in the suburbs or virtually. An example
is education specialist KinderCare, which moved its corporate office
from the Lloyd District to a smaller space in Lake Oswego under a
hybrid work model. In this example, only a minority of employees
work from the main office while most now work from home or in
the field.
Attracting new employees is the main company personnel challenge
in early 2022, and companies have less control over where
employees work. The current overall worker shortage in the United
States is staggering, with a whopping 11.3 million more jobs than
people to fill them. With respect to high performance trades such
as computer sciences, engineering, finance, and medicine, the labor
A n t h o n y B e r t e n e l l i | Office Market Analysis
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shortage is so acute overall that aggregate productivity and even
national GDP are becoming negatively impacted. For example,
the U.S. needs 122,000 more doctors than are currently available,
meaning physicians can pick and choose not just their salaries but
their working conditions and locations.
It is within this context the so-called “back to the office” believers
tend to rest their hopes. Many employees do not want to return
to their pre-pandemic office arrangements, and many employers
feel the same way. Until more office workers return to downtown
Portland and other urban areas, there will be insufficient demand
for all the economic activity they generate. This includes businesses
like restaurants, hairdressers, stores, coffee shops, nail salons, gift
shops, and more.
Believers in a more-or-less rapid return of office workers in the
remainder of 2022 pin their hopes on employers offering workers
incentives to come back to office life. Surveys show more than 88%
of companies that want workers to return use additional incentives
beyond the threat of termination to get compliance. Another 77%
use “at-will hybrid policies” to keep workers at home now but with
the understanding this arrangement is likely to change at some
point. Some of the financial incentives offered are high, including
more than $11,000 in bonuses for returning per year. Other
incentives include four day “in office” workweeks versus five days
digitally at home and even more substantial promises of promotion
for in-office workers.
Still, there seem to be few reasons for office workers to return to
downtown Portland. Even Portland city government employees
work under a hybrid policy. Many suburban employees have no
desire to return downtown for a variety of reasons including the
fear of crime, excessive traffic, or high commuting costs. The
commercial real estate market seems to be reflecting the obvious,
at least for the moment. Unless employers demand their workers
return to physical offices in downtown cores, these workers likely
will not. With current extreme labor shortages for many skilled
employees, companies have little bargaining room or standing
to make strict demands. There is some anecdotal evidence of
employers reopening offices in downtown Portland; however, the
reality is that the number of workers that are needed to revitalize the
downtown core likely won’t return in the foreseeable future.
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*Portland Metro area in this report is defined as Vancouver,
Beaverton, Gresham, Hillsboro, Milwaukie, Lake Oswego,
Oregon City, Fairview, Wood Village, Troutdale, Tualatin,
Tigard, West Linn, Battle Ground, Camas, and Washougal.
*

A

fter an encouraging 2021, in which average
vacancy and cap rates fell below 5.0% in the
Portland Metro market, there is still room for
improvement entering 2022. Last year was record setting
for the volume of sales transactions ($4.1 billion) and
average sale price per unit ($280K). Further, there have
already been over $400 million in transactions during
the first few months of 2022. Institutional investment
continues to gain momentum due to strong market
fundamentals, steady job growth, and a perceived higher
quality of life compared to other metropolitan areas.
However, it’s not all roses in the rose city as the
downtown core still struggles to rebound. A lack of
office employees returning to work on-site continues
to leave buildings largely vacant, which has resulted
in a record low daytime population. As of May 10th,
City of Portland employees are back in person. While
some may be on a hybrid schedule, the City is a
significant employer downtown, and the return of its
employees is symbolically important. Members of the
real estate community have rejoiced with the Bureau of
Development Services being back in full swing.
The pandemic has created a nexus point where employers
have reevaluated their employees’ wants and needs as well
as their own spending on real estate. Housing economics
and the urban sprawl of the past extended families into
suburbs which led to employees getting accustomed to
longer commute times. The trend of remote work started
prior to the pandemic as younger generations took
steps to mesh their work-life balance. The trend grew
exponentially as workers began preferring the flexibility
it offers. With home prices being unaffordable for the
current generation and the opportunity for working
anywhere with wi-fi access, people have explored going
beyond the standard metro areas for housing.
Investors and developers should remain busy this year as
opportunities still exist to capitalize on this great market.
Rents continue to steadily increase but remain below the
metro areas Portland competes with such as Seattle, San
Francisco, San Jose, and Los Angeles. We are absorbing
new residents from the competing metros as they seek
more affordable options and a higher quality of life.
Vacancy continues to be low, and this pattern is expected
to continue as new construction still has not returned to
2018 form of producing at least 6,000 units per year. It
will be important to monitor any interest rate hikes in
the coming months, as they will likely impact cap rates
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and available capital.
ZOOM TOWNS

Current market trends show the influx of new residents
moving into the Portland market are from more
expensive west coast metros, as both homebuyers
and renters are seeking more affordable options. An
unintended consequence of this migration is that
Portland is no longer affordable for many of its current
residents. Price and rent appreciation caused by high
demand and lack of new supply have left many locals
outpriced, as consumers used to higher priced markets
are often able to pay more than locals. The rise of remote
work and “Zoom towns” has become a national problem
to the point where the New York Times published an
article called Spokane was the Next Affordable City.
Now, It’s Too Expensive. A Zoom town is defined as a
community that experiences a significant population
increase due to an influx of remote workers. The writer of
that article, Conor Dougherty does a great job explaining
the current situation,
“Whether it’s Boise or Reno or Portland or Austin,
the American housing market is caught in a vicious
cycle of broken expectations that operates like a food
chain: The sharks flee New York and Los Angeles and
gobble up the housing in Austin and Portland, whose
priced-out home buyers swim to the cheaper feeding
grounds of places like Spokane. The cycle brings
bitterness and “Don’t Move Here” bumper stickers
— and in Spokane it has been supercharged during
the pandemic as companies’ shift to remote work.”
(Dougherty, 2022)
The first boom was short-term rentals in coastal areas
such as Lincoln County, which saw a rise of licensed
rentals from 385 in 2021 to 601 in 2022 (Bolstad,
2022). Many rentals were converted from long-term
(one year or more) to short-term as owners achieved
better profit margins listing their property on Airbnb,
VRBO, and Portland-based Vacasa. Unfortunately, this
meant that housing stock for locals rapidly decreased,
and remaining inventory appreciated in price. As
remote work has become commonplace, more people
are now choosing long-term options in these smaller
communities. When new residents question why their
local breakfast spot can’t find enough help, the answer is
that the restaurant’s employees can’t afford to live in the
community and are seeking opportunities elsewhere.
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In Bend, year-over-year rent growth was 7.3%, with
average asking rents rising from $1,466 to $1,633 from
2020 to 2022 (CoStar, 2022). Due to the increased
demand and recent zoning code changes allowing denser
housing, Bend has picked up in construction of multifamily buildings. Mill Creek was recently approved for
a 297-unit development which will be named Modera
Century West. The Eddy, located along the Bradberry
River, is expected to finish construction in the second
quarter and will contribute 210 units to the market.
The 203-unit Hixon Apartments opened in September
2020 with average rents of $1,750 and achieved 98%
occupancy within less than a year.
According to the Portland Business Journal these five
cities saw the greatest growth from 2020 to 2021:
Estacada (24%), King City (21%), Madras (19%),
Happy Valley (15%), and Redmond (12%), (Sawyer,
2022). The pandemic may have accelerated this trend,
but more rural parts of the state are starting to see rapid
development due to the more affordable living and
higher quality of life.
CAP RATES

It is anticipated that the Federal Reserve will raise interest
rates at least one more time before the end of 2022,
with additional hikes to come in 2023. It may not feel
like 1980 but we are in a similar market, as inflation
has run rampant, and shortages are expected in various
industries from cream cheese to gasoline. Inflation affects
lower- and middle-income households the most as prices
of goods and services rise faster than their incomes. To
curb inflation, the fed historically has raised interest
rates. Unfortunately, raising interest rates slows real estate
growth as access to capital becomes harder to come by
and/or more expensive. For now, the rate is manageable
and is still far below 2008 levels.
Interest rates and cap rates have historically moved in
a direct relationship. As interest rates rise, cap rates
will also rise to maintain a risk premium. The Portland
metro area currently averages a 4.8% cap rate for
multifamily, while some submarkets are stronger than
others. Submarkets with a 4.5% cap or lower include
NE Portland, Lake Oswego, SW Portland, Aloha,
Clackamas, Damascus, NW Portland, Clark County,
Beaverton, Downtown/CBD, Tigard, Sherwood/
Tualatin, and Wilsonville & Hillsboro.
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TABLE 1: CAP RATES IN U.S. & THE PORTLAND METRO
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Table 1 shows that Portland historically, and to this day,
trends below the national average cap rates. Investors
will continue to trade assets in this fundamentally strong
market, but rising interest rates and rising construction
costs could bring new construction to a standstill at a
time when there is already a severe shortage of units.
The suburbs will manage as they are steadily increasing
their supply. Yet, the City of Portland could be in for a
rough couple of years if it doesn’t start to efficiently issue
permits, incentivize developers, and clean up the streets.
Homelessness is part of every major metropolitan area,
but it is at crisis levels in Portland. One visible result of
this is that the Apple store next to Pioneer Square is so
heavily gated that looks like a prison. This is a deterrent
for anyone looking to deploy large amounts of capital.
Portland has the cap rates and rent levels to support the
denser construction the city wants, but it’s not going to
come until the public and investor perception of the city
has been cleaned up.
SALES ACTIVITY

The Portland metro area continues to grow as a major
market for institutional investors chasing population
growth and a diverse economic base. Annual investment
has now totaled $1.5 billion or higher in each of the past
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six years. Yields for Portland area multifamily assets are
consistently lower than for office, industrial, and retail
properties. Multifamily cap rates have further tightened
over the past five years, trending to 4.5%, versus the
national rate of 5.1%. This has done little to deter more
capital from entering the market. The metro’s average sale
price has swelled to $280,000 per unit, in comparison to
the national average of $250,000 per unit.
Two large portfolio sales kicked off this year. The world’s
largest healthcare REIT spent $233 million on three
apartment communities in Vancouver, with an average
price of $321,000 per unit. San Diego based ColRich
also spent $136 million on three apartment communities
in the Vancouver market, averaging $273,000 per unit.
Institutional investors continue to seek product within
the Portland metro, showing a trend of growing interest
from outside investors. See Table 2 below for notable
2022 sales.

TABLE 2: NOTABLE SALES
Apartment
Name

Address

Buyer

Seller

Sales Price

Sale
Date

Vacancy
at Sale

Units

Sale
Price Per
Unit

GBA
(SF)

Quarry Senior Living

“415 SE 177th Ave
Vancouver, WA”

Welltower

Rood
Investments

$106,140,000

Apr-22

3.10%

295

$359,797

236,000

Cogir of Glenwood
Place

“5300 NE 82nd Ave
Vancover, WA”

Welltower

Rood
Investments

$91,790,000

Apr-22

0.00%

406

$282,415

240,000

Silver Oak
Apartments

“8701 NE 54th St
Vancouver, WA”

ColRich

Starwood
Capital Group

$55,700,000

Jan-22

2.00%

204

$273,039

203,760

Sedona at
Bridgecreek

“2220 NE Bridgecreek
Ave
Vancouver, WA”

ColRich

Starwood
Capital Group

$52,900,000

Jan-22

2.50%

200

$264,500

1,767,900

Heather Lodge

“13432 SE 169th Ave
Happy Valley, OR”

The Randall
Group

Fore Property
Company

$71,000,000

Jan-22

0.00%

178

$398,876

150,000

Larkspur Place

“7609 NE Vancouver
Mall Dr
Vancouver, WA”

ColRich

Starwood
Capital Group

$28,200,000

Jan-22

4.00%

100

$282,000

100,601

KOZ on 4th

“2211 SW 4th Ave
Portland, OR”

The Calida
Group

Koz
Development

$24,000,000

Jan-22

0.00%

108

$222,222

42,000

Edison Apartments

“1833 SE 6th St
Gresham, OR”

Realty
Mogul

Trion Properties

$19,500,000

Mar-22

0.00%

64

$287,500

57,585

The Celine

“2330 NW Raleigh St
Portland, OR”

Tegan West

NBP Capital

$15,200,000

Jan-22

0.00%

40

$380,013

41,000

The Hawthorne PDX

“4717 SE Hawthorne
Blvd
Portland, OR”

Michael
Kilroy

NBP Capital

$14,650,000

Jan-22

2.00%

50

$293,000

38,401
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VACANCY AND ABSORPTION

The Portland metro area’s absorption rate in 2021
was the highest on record, keeping market average
vacancy below 5.0%. Local median single-family home
prices remain well above the national average, and the
current tenure split in Portland is up to 45% renters as
homeownership is increasingly out of reach for many
households. Even with the expansion of the Urban
Growth Boundary in 2018, new home construction
has remained well below underlying demand. With the
lack of construction and high home prices, tenants are
renting for longer.
According to Colliers NW Research, Portland absorbed
11,800 in 2021 but only supplied 6,800. This is a
recurring theme, as supply in the metro area is not
keeping up with demand. The only city with a larger
gap between supply and demand was Seattle, but it
has 28,000 units coming online in 2022. BIPOC
communities are most at risk right now as rents are going
up, and units are leasing fast, leaving limited supply to
filter down low-income residents. Consumers continue
to stay away from downtown submarkets like North
Portland and the Central Eastside, which historically
were lower income areas that have rapidly gentrified.
Over-regulation and an 8- to 12-month permitting
process is preventing institutional developers from
considering Portland as a viable option.
Outside of Portland, the five largest suburbs by value
of total multi-family assets were Vancouver, Hillsboro,
Beaverton, Troutdale/Gresham, and Damascus. Except
for Troutdale at 5.3% vacancy, all the other major
suburbs have current overall vacancy rates below 5.0%.
Driven by job growth, the suburban markets continue
to be a desirable location to live and rent. An example
of this is Beaverton, which has an impressive 3.1%
vacancy rate. One project to note is the 64-unit Edison
Apartments in Troutdale, which was delivered during
2020 and stabilized within a year. This is a strong signal
that good development opportunities exist on the east
side of the metro.
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TABLE 3: TROUTDALE ABSORBTION & DELIVERIES
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Table 3 shows yearly absorption and deliveries in the
Troutdale submarket. They were able to improve from
negative absorption in 2017 to 636 units absorbed
in 2021. Deliveries currently lag slightly as 530 units
were delivered. Because of an oversupply in previous
years, absorption has now caught up with deliveries in
Troutdale. The Troutdale market remained relatively
affordable within the metro area as supply and demand
remain largely in balance. This market is expected to
continue benefiting from strong fundamentals, keeping
vacancy rates low and absorption high for the shortterm.
RENTS

According to Costar, the Portland metro area’s 9% yearover-year rent growth ranks among the top 20 markets
across the US. While markets such as Dallas experienced
23% rent growth, that rate of growth is unsustainable
over the long term. Over the next five years, Portland is
expected to maintain an average annual rent growth of
4.0%, placing it in the top 10 metros in the US. High
in-migration numbers coupled with the general lack of
new supply will continue to put pressure on rent values.
The consumer trend of moving to the suburbs for more
cost-effective options has helped push markets like
Hillsboro, Sherwood, and Wilsonville to achieve 10%
year-over-year rent growth.
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TABLE 4: MARKET RENT BY UNIT TYPE IN THE PORTLAND METRO

Market Rent Per Unit By Bedroom
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Table 4 shows that average rent for a one-bedroom unit
in the metro area is $1,430 per month. Downtown
residents can expect to pay approximately $1,667 per
month for a one-bedroom unit compared to $1,587 in
Hillsboro and $1,362 in Vancouver. Rents are rising
in the suburbs, and while they are still more affordable
than the downtown core, the gap is narrowing. With
downtown in disarray and the ongoing growth of
remote work, living in the central city doesn’t provide
the live, work, play experience renters were once looking
for. While some properties in the city are providing
concessions of up to eight weeks free, those whose
preference is to live and work at home are increasingly
choosing suburban locations.
In February 2019, the State of Oregon capped annual
rent increases at 7.0% plus inflation for assets over 15
years old. The Portland City Council believes that the
rent cap coupled with their ongoing legislative efforts
has helped bring down rent growth from the highs
seen in 2015. Currently, the inflation rate for the US is
approximately 8.0%, making the total rent increase cap
15.0%, higher than the metro’s average rental growth of
9%. The reality is rent growth slowed during the years
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that Portland was producing 6,000+ units. Now, the
market recognizes there is a lack of oncoming supply
at the same time demand remains high, pushing rental
growth again. An item to watch going forward is time on
the market for buildings over 15 years old. Will valueadd projects remain feasible? I believe the current high
inflation will provide a window to get projects penciled
and completed, but with interest rates rising, price of
capital will begin slowing down. The Portland metro’s
flourishing economy and reputation for a high quality of
life continues to contribute to the region’s high demand
among the west coast metro areas.
SUPPLY

As Portland’s affordability crisis continues, the biggest
concerns for developers and investors will be new
construction and keeping up supply. Portland’s market
is thriving because non-residents feel this market is
affordable compared to where they are coming from,
but this is a delicate balancing act as current residents
struggle to keep up with rent inflation. If supply does not
increase in Portland, ongoing rent escalation could lead
to current residents leaving and new residents choosing
other west coast options. While Portland’s construction
starts have hit lows not seen since early 2000s, Seattle is
on pace to deliver over 12,000 units next year, outpacing
their expected absorption.
TABLE 5: CONSTRUCTION STARTS IN THE PORTLAND METRO
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Table 5 shows construction starts for the whole metro
market over the past ten years. The biggest takeaway
is that construction started slowing down after 2017,
reflecting a widely held view that the market was
building too many units too fast. In hindsight, putting
the brakes on new supply at that time worsened the
affordability crisis. The City of Portland has only
exacerbated this issue by continuing to do nothing
of significance to improve the speed and efficiency of
obtaining permits. Currently, it can take from over 12
months to receive a permit, depending on the size and
scope of work for the building. Seattle, which also has
inclusionary zoning policies, incentivized developers with
additional benefits, allowing them to build taller, denser
buildings in wide swaths of the city. In Portland, there
was little added benefit for developers and an exception
for smaller buildings.
According to Berkadia Research, at the end of the first
quarter of 2022, the metro market had 3,851 units in
lease-up, 4,003 units under construction, and 7,260
units in for permits. Atlanta-based Wood Partners has
continued their growth in Portland. It recently delivered
Alta Art-Tower, a 21-story 314-unit luxury apartment
building in the Goose Hollow neighborhood, 318-unit
Alta Civic Station in Gresham, and it’s in for permits for
an approximately 200-unit property to be named Alta
Centric.
LOOKING FORWARD

Interest rates and inflation remain the biggest concern
moving forward. Rapidly rising interest rates in 2022
could eventually impact overall cap rates. Interest rates
and overall cap rates tend to move in a similar direction.
Two years into the pandemic, there appears to be a
lack of urgency to clean up the urban downtown area.
This has caused investors to think twice about their
involvement in the City of Portland. Another growing
concern is that existing regulations on rent control will
be tightened in response to an undersupplied housing
market and rapidly increasing rents. A more favorable
approach would be to incentivize development to get
more product online faster to keep pace with demand.
This would slow rent growth.
Lastly, changes in population growth patterns have
economists forecasting steady growth over a 10-year
horizon in the Portland metro, though recently reported
Census Bureau data suggests a loss in population in
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the city of Portland from July 2020 to July 2021. The
Portland metro area remains poised for growth albeit
much of the growth will occur in suburban areas on the
fringe of the city or in more remote areas. Despite how
wilted the downtown core feels, the metro is growing and
thriving as new residents continue to enter the market to
enjoy the benefits this part of the country has to offer.

Note from the author: This is my last article for Portland
State University’s Center for Research Quarterly Report. It
was a pleasure being able to offer readers my perspectives
and opinions as well as the hard data. I would like to thank
TigerStop for their generous contributions to the university.
Lastly, I would like to thank my mentor Jerry Johnson, with
his guidance I feel prepared to tackle the challenges of real
estate for years to come.
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REGIONAL HOUSING PRODUCTION: FIRST QUARTER 2022

Production in the Portland metropolitan area saw a general decline
from late 2021 into 2022. The year-over-year total production was
down 30% since the second quarter of 2021.

Figure 1: Total Units Produced in Portland Metro YOY
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The steepest declines were in the region’s most active counties,
Multnomah (45%) and Clark (44%). Clark County continues to
make up the largest share of growth, accounting for 37% of the
total. Multnomah trails second with 26%, Clackamas with 20%
and Washington County with 17%. Notably, Clackamas exceeded
Washington County for the first time in the last year.
Multnomah County filed 125% more total permits in the first
quarter of 2022 than in the fourth quarter of last year. That might
sound encouraging, but it’s still just around half the number filed
in the third quarter of 2021. Additionally, Multnomah was the only
county in which permits increased from quarter to quarter.
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Figure 2: Multnomah Total Permits
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Out of Multnomah’s 746 permits filed, 47% were for single family,
and were 53% for multi-family units. Single family production has
remained relatively steady since September 2021. In contrast, multifamily development has been highly sporadic, and even dropped
below multi-family production from October 2021- January 2022.
The region will be aided by an increase of 369 multi-family units
filed in February 2022, all of which will be developed in complexes
with five or more units.
While still leading the region in growth, Clark County’s total
production has steadily decreased over the last year. In the first
quarter of 2022, Clark filed 1,035 total permits, of which 54%
were for single family and 46% were for multi-family. Of the 325
multi-family permits filed, 286 (88%) were for units in complexes
five units or larger. Compared to Multnomah’s 509 multi-family
permits filed, this could signal that Clark’s red hot multi-family
development is cooling down. Development in the Portland metro
declined in Winter 2021 and Spring 2022, but an increase is
expected as the weather warms up and construction season begins.
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Figure 3: Clark Total Permits
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NEW FEDERAL FUNDING FOR HOUSING

The impact of COVID-19 on our nation’s housing market cannot
be understated. Work from home and mass migration dramatically
altered consumer patterns and demand preferences. Historically
low interest rates and inventories contributed to skyrocketing
home prices. Timber supply bottlenecks and skilled labor shortages
have resulted in further reductions in housing production while
increasing construction costs. Additionally, pandemic related job
loss has pushed a still unknown number of Americans into housing
insecurity and homelessness. While the United States is estimated
to have underproduced 7.3 million housing units even before the
pandemic started, our current situation is more complex than
anyone could have predicted.
The need for innovation in housing production is imminent
but also finally receiving meaningful attention. The $1.9 trillion
American Rescue Plan (ARP) Act provided funding for pandemic
recovery and gave local governments the flexibility to choose how
to invest the money. By and large, states chose to invest a significant
portion of their funding in housing programs, including pandemic
rental assistance, emergency housing for the unsheltered, and
permanent affordable housing development. Through the ARP
Act, Oregon Housing and Community Services (OHCS) received
an allocation of nearly $33 million under the HOME Investment
Partnerships program to increase housing stability for households
experiencing or at risk of homelessness.
MASS TIMBER MODULAR HOUSING

Here in Portland, utilization of federal funding is already underway.
In December 2021, the Oregon Legislature approved a $5 million
appropriation to the Oregon Mass Timber Coalition (OMTC)
to develop a mass timber modular housing unit prototype. The
OMTC is a partnership between the Port of Portland and Hacienda
CDC with the collective goals of supporting Oregon’s emerging
mass timber industry, while accelerating housing production that
can be deployed for affordable, workforce, and emergency housing
across the state. Upon successful deployment of the prototype, the
Port of Portland’s T2 Terminal will transition into the Building
Innovation Hub. This hub will not only produce mass timber
modular housing, but also serve as a small business incubator to
get private sector developers interested in expanding modular
development.
Many Oregonians are already familiar with mass timber’s
environmental and economic benefits, but modular housing has
remained more niche. In the prefabricated home industry, there
are some subtle yet important distinctions to make. Manufactured
homes – sometimes referred to as mobile homes – are completely
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constructed offsite before delivery. Modular homes, however, are
constructed in smaller components offsite and then transported and
installed onsite. They can be situated on a permanent or temporary
frame depending on their deployment. The terms manufactured and
modular are often used interchangeably, but manufactured homes
exclusively refer to single family structures. While modular units
can be single family, modular construction is being increasingly
deployed in multi-family and commercial development, such as
schools, hotels, offices, and even fast-food restaurants.
MANUFACTURED HOUSING FOR SINGLE FAMILY HOMES

Many Americans are not familiar with the manufactured home
industry, as it only represents 7.5% of existing supply and 9% of all
new housing production. Recent figures indicate that manufactured
homes could start playing a larger role in helping diversify our
housing stock soon. On average, manufactured homes are 1025% cheaper and 50% faster to construct than site-built homes.
Additionally, the national median value of manufactured homes
appreciated by 39% from 2014 to 2019, higher than the 33%
increase in site-built homes for the same period. In Oregon, fiveyear median site-built home values appreciated by 48%, while
manufactured homes appreciated by 96%. It is important to note
these estimates don’t account for the cost of land, which varies
tremendously by location.
Recent advances in construction technology have also made
manufactured homes significantly greener. According to the
National Association of Home Builders, site-built homes produce
approximately 8,000 pounds of waste per 2,000 sf, while almost all
waste generated at manufactured home factories can be recycled and
reused. Despite these advantages, manufactured home development
still lags far behind site-built with limited developer interest.
As housing becomes less affordable for low-income households,
there have been growing government initiatives aimed to promote
this unsubsidized affordable housing supply. A 2021 study by
Freddie Mac examined opportunities to expand manufactured
housing, finding that stringent zoning regulations have the effect
of partially or completely constraining manufactured home
placements. Regulations that restrict manufactured housing most
commonly relate to minimum lot size requirements and density
requirements.
Recognizing these impediments, the Oregon House of
Representatives passed House Bill 4046 in February. HB 4046
would expand locations where prefabricated and manufactured
homes can be sited by preventing cities and counties from imposing
optional regulations such as pitch of roof angle, minimum building
size, and carport/garage requirements. HB 4046 is currently
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awaiting review by the state Senate.
While manufactured housing has been slow to revolutionize the
single-family market, recent single-family zoning reforms in Oregon
and California have the potential to change that. Additionally, new
advances in modular customizations could make it an attractive
alternative for homeowners who wants to develop ADUs in their
backyards. It is possible that negative perceptions of manufactured
housing still impact its risk profile and consumer perception;
however, promoting it can play a role in alleviating the affordability
crisis.
MODULAR CONSTRUCTION FOR AFFORDABLE HOUSING

Since the onset of the pandemic, Portland has had a recent slew of
affordable housing projects that have brought visibility to modular
development. Argyle Gardens, located near the Kenton/N Denver
MAX station, brought 72 affordable units online in April 2020.
This project used a highly adaptable modular design called Low
Income Single Adult Housing (LISAH), which allowed for 30%
lower costs than typical affordable housing construction.
In May 2021, St. Johns Village opened 19 tiny home sleeping pods
at the cost of $30,000 per door. Although the developer MODS
PDX said it wouldn’t build this style again for efficiency purposes,
MODS is improving its design to make modular as affordable as
possible for nonprofits and local governments. A proposed modular
housing development in Medford called MOSAIC is receiving
affordable housing and wildfire recovery grant money to develop
workforce-specific housing, with the additional requirement that it
partners with an Oregon-based modular manufacturer.
Modular construction for affordable and transitional housing
is taking off in California as well. In San Francisco, a modular
cohousing development called Tahanan delivered 145 studios to
formerly homeless tenants in three years, at $385,000/unit. This is
well short of the five to seven years and $600,000/unit average for
comparable units in the market. Tahanan represents a successful
example of permanent modular housing, but there are other
variations that are designed to be flexible and easily transportable.
San Francisco-based Panoramic Interests has developed
and trademarked their own MicroPad units. MicroPads are
transportable, stackable 160 square foot micro housing units that
arrive fully furnished with a kitchenette and private bathroom.
Panoramic’s website even provides different financing options to
partner with cities on long- or short-term leases. Variations on this
business model, such as Pallet and Connect Shelters, are starting to
crop up in west coast metros.
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CONCLUSION

Modular construction for affordable and transitional housing has
benefitted from pandemic-era legislation. An influx of federal
funding has allowed local governments and affordable housing
developers to innovate housing construction, and modular is
emerging as a potential frontrunner. If the Oregon Coalition for
Mass Timber project is a success, it could supply the region with
an additional 5,000 to 6,000 housing units annually. It could also
establish a precedent for more public-private collaboration moving
forward. Efforts like these can reduce construction costs, a key
variable driving home price escalation.
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H

ome prices in the Portland metropolitan area
have continued to increase into the second
quarter of 2022. The average sales price of a
single-family home was $610,734 in March, a 4.97%
increase since February and a 10.23% increase since
March of 2021. The Portland ownership market as a
whole has experienced significantly escalation over the
past four years and shows no signs of stopping.
Sellers in the market still have the most power because
the inventory is very low. The number of active listings
at the end of March was 1,957, which was slightly higher
than the March 2021 inventory of 1,943. For context,
the number of active listings in March 2020 was 4,218
(RMLS). This indicates that Portland is still struggling
with the supply side, which increases prices when
demand remains high.
Pricing pressure has led to a notable increase in sales over
listing price, reflecting how much people are willing to
pay to secure this asset. Around 67.8% of homes in the
Portland metro are sold above market price. This reflects
a 9.3% increase compared to March of 2021. Average
homes are selling for 5% above the listed price and more
competitive homes are selling for 12% above listed price.

Source: Real Estate Agent PDX
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GRESHAM

Gresham, Oregon is currently the cheapest submarket
for homebuyers in the metro area. The average sales price
for both single family and condo units was $474,315 in
March 2022. This reflects a 17.4% increase from March
2020, which was $427,500 (Redfin). Although Gresham
has the most affordable homes, it is still considered
a sellers’ market. The average days on the market is a
negligible five days, which is one day less compared to
last year.
LAKE OSWEGO

Currently, the most expensive submarket in the metro
is Lake Oswego, which has median price of $930,000
for a single-family home. This is an 8.1% increase from
last year, according to Redfin. As the price of homes
increases, the number of active listings and sales decrease.
There has been a 16.9% decrease of number of homes
sold in the Lake Oswego area from March 2021 to
March 2022. The median days on market is near an alltime low standing at six days. This is a four-day decrease
from March 2021. Any of these median market times
is well below what would be expected in a normally
functioning market, attesting to the significant supply
constraints that continue to put upwards pressure on
prices.
NORTH PORTLAND

North Portland is considered the most affordable area to
purchase a single-family home in the city of Portland. As
of March 2022, the median price was $511,000. At the
same time last year, this price was $480,000, reflecting a
6.6% growth year-over-year (Redfin). An average home
in this submarket is selling at around 7% above listing
price while the more competitive homes are selling 14%
over the listed price. The average days on the market is
currently seven days, whereas in March of 2019, and
average home was on the market for 44 days.
SOUTHEAST PORTLAND

According to RMLS, Southeast Portland was the hottest
submarket in March 2022 with 329 homes sold. This
is an increase of 80 homes from February 2022 and a
decrease of 11 homes from March 2021. The median
home price is at an all-time high of $569,500 which is
an 8.5% YOY increase according to Redfin. 62.6% of
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single-family homes in Southeast Portland sold above
list price. This is a high percentage of homes but still
lower than June 2021 when 71.4% oh homes were sold
above listing. The median days on the market is currently
around eight days which is a slight decrease compared
to the prior year. As we move into the summer months,
we can expect to see this number continue to decrease or
stay the same.
MEDIAN HOME VALUE IN SOUTHEAST PORTLAND

Source: Redfin

COULD AN INCREASE IN INTEREST RATES HELP
THE HOUSING CRISIS?

Competition has shown no signs of decreasing in the
housing market. Home prices have increased at rapid
rates, the median marketing time is less than a week,
and homes are selling well above the listing price. On
June 15, the Federal Reserve raised interest rates 0.75%
to slow inflation. This was the largest hike in 28 years.
Because of the increase, the average mortgage rate
responded by jumping from 2% in the start of the year,
to nearly 6% currently.
While it is still a seller’s market, this increase in
mortgage rates could even the playing field by reducing
the demand of home ownership because potential
homeowners are not able to receive a mortgage to cover
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the cost of these homes for sale. In a perfect world, sellers
will have to reduce their home prices so more people can
qualify for a loan and afford to purchase it. This could
be early signs of a market cooldown and place downward
pressure on prices. Unfortunately, with higher interest
rates the homes may not be more affordable.
INVENTORY CRISIS

Although home prices could potentially decrease due to
the increase in mortgage rates, this does not solve the
problem of the lack of supply. Construction materials
have significantly risen along with labor costs. This
is due to the trade war and higher tariffs, as well as a
lack of construction workers. Developers now have
to respond to these rising costs by making top-of-themarket homes so they are able to make a profit. As if it
wasn’t hard enough for low to median-income families
to purchase a home, now it is difficult for developers to
build affordable homes. Although interest rates do have
the ability to decrease the cost of homes, first time home
buyers and the lower/median-income families are left to
suffer through bidding wars, rising mortgage rates, and
inflation.
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I

t has now been more than two years since the start of
pandemic-related disruptions in March of 2020. We
began this grueling journey with massive job loss and
housing insecurity, as well as sickness and fear. To address
this we saw the government step in with pandemic relief
checks, emergency rental assistance, and moratoriums on
evictions.
We have seen the hottest job market in years coupled
with soaring price increases in nearly every sector,
including a frothy seller’s market in residential real estate.
Today brings us rising interest rates and the stock market
signaling a possible bear market ahead, with signs of
now tapering housing demand – all on top of wave after
wave of Covid-19 variants. The last two years seem to
have compressed decades worth of change. With these
cumulative variables it can be hard to keep up with
which direction the economy and housing market are
headed.
In this third article covering the impact of Covid-19
on evictions, we will look at two things: Firstly, we
will give an overview and update on how Multnomah
County has handled the evictions before and during the
pandemic, as well as how it compares to the evictions in
neighboring states. Secondly, we will address concerns
and ideas for a petition for proposed legislation, the
Eviction Representation for All act, considering potential
ramifications and alternative options.
PSU recently did a study of evictions in Oregon,
Washington, California, Colorado, and Nevada to
compare the handling of evictions and effect of eviction
moratoriums across different cities. Overall, the general
trend has been that filings and evictions dropped off
sharply at the beginning of the pandemic but were not
completely eradicated – so even though there were strict
moratoriums in place, there have still been people in
every county being evicted during the pandemic.
According to Oregon Rental Assistance, “If your
application is closed, denied, or paid in an amount that
is less than is owed, your landlord can move forward with
the eviction process” (Worried about eviction, n.d.). This
means that people who did not apply for or were denied
emergency assistance were still vulnerable to eviction.
Another thing to account for in the evictions that
were processed during the moratorium is that eviction
proceedings that were filed just before the pandemic
began were not impacted, as it can take months for an
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eviction to process through the legal system.
For a while, there was worry about an anticipated
“tidal wave” of evictions once the moratoriums ended.
However, we have not yet seen this take place. While
the rate of evictions has picked up in 2022 for counties
that have available data, they are not yet back to prepandemic levels, as we can see in Chart A, showing the
numbers of filings and evictions over time in Multnomah
County.
In Oregon the slowed pace of evictions is likely at least
partially attributable to further legislation with SB
891, which extended the repayment period due date
to February 28th. During this time, tenants may have
been able to pay this back rent, or they may have had
it negotiated or forgiven by their landlords. However,
it is likely that there will be people who were not able
to accrue enough money to pay back what is due, as
there are people at all income levels living paycheck to
paycheck. Because of this, we may see an eviction spike
this summer as people file for eviction and go through
the legal process. Alternatively, there may be a spike in
the amount of personal debt if people choose to pay this
back rent with a personal loan or credit card, kicking
their financial burden further down the road.
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Over the last twenty-two years, the rate of evictions in
Multnomah County has been tapering off as seen in
Chart A, as the state, county, and City of Portland all
continue to pass laws over time prioritizing tenant rights.
In 2004, evictions in Multnomah County reached their
peak at 3,825 per year. For comparison, in 2019 there
were just 750. From 2000-2019, Multnomah County
has averaged 6,765 eviction filings per year, and of those
an average of 33% have resulted in an eviction. This gives
us an average of 2,236 evictions per year for normal,
non-pandemic times.
It appears that our commitment to protecting tenants is
only strengthening. The Eviction Representation For All
(ERA) campaign is advocating for all eviction hearings
to have free legal counsel for the defendant – while this
is required in criminal proceedings, eviction is a civil
proceeding where parties can privately hire an attorney if they are able and willing to pay for one. This campaign
is seeking to get on the ballot this fall through the
initiative petition process of gathering signatures. Similar
laws have been passed in seven major US cities, and 2021
saw Washington become the first to adopt such a policy
as a state-wide law (Zielinski, 2022).
While more protection for tenants is a good thing,
the ERA plan is not without flaws. It is popular in
Portland to endorse plans to protect renters; however
this misses opportunities to think critically and identify
opportunities for improvement of those plans, which
in this case lacks practical operationalization. The ERA
plan has great intention behind it to help people remain
housed; it stands to reason that if you are struggling to
pay rent you would also not have the finances needed
to retain an attorney to ensure you get a fair deal in
court. But there are some other issues at play, and other
ways that the problem of housing insecurity could be
addressed.
The ERA petition is proposed to be funded by a .75%
increase in capital gains tax, which will effect real estate
owners who have the resources to lobby against this
proposal currently backed by tenants and tenants’ rights
groups. From a legal perspective, there is the long-shot
possibility of this creating precedent through statutory
law for free court appointed defense for other civil suits,
including frivolous suits. Additionally, there are already
free legal clinics in Portland; it could be a better idea to
increase funding to the resources already available if there
is not enough to cover the demand.
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It is also common practice in law for a lawyer to take a
case on contingency; that is, if they believe the person
who wishes to retain them has a valid case, they will
argue the case for little or no cost, with the plaintiff
ordered to cover the defendant’s legal fees a as part of the
judgement. Another option would be instead of putting
the money into the court system, beefing up programs
that are again already in place for emergency rental
assistance cash grants, keeping people from beginning
the laborious and expensive evictions process in the
first place. Lastly, if this proposal were to go through,
property owners would likely raise rents to mitigate their
increased legal risk. This would then perpetuate a cycle of
unaffordability that leads to evictions.
One issue is where all these extra legal defenders for
evictions would come from, as according to OPB, we
already don’t have enough public defenders to handle our
criminal caseload. According to their article, “Oregon
needs about 1,900 public defenders… but the state has
fewer than 600, a 69% deficit. That’s according to a
new report by the American Bar Association. Advocates
say the crisis is actually longstanding and has steadily
worsened. The latest report echoes a 2019 report by the
Sixth Amendment Center that found Oregon’s system for
public defense was essentially unconstitutional” (Frost,
2022). This issue is becoming so bad that Oregon is in
danger of a lawsuit for not upholding the constitution.
Additionally, “For the last several months, some criminal
defendants in counties such as Lane, Washington and
Multnomah counties have been in custody without an
attorney because of a shortage of public defenders.” The
right to an attorney in a criminal trial is protected by the
Sixth Amendment; as such, fully funding and staffing
our criminal defense attorneys should be prioritized first
as a protection of people’s constitutional rights, over any
program to provide free counsel in civil cases.
According to Portland Mercury, “ERA estimates the
0.75 percent tax will collect between $10 million to
$12 million annually… [and that] In December 2021,
75 percent of all evictions filed in local courts were for
nonpayment”(Zielinski, 2022). While $10-12 million
dollars may seem like a lot of money, when we consider
from our earlier analysis of Chart A that our average
number of eviction filings per year in Multnomah is
6,765, that provides funds of between $1,400-1,700 per
household facing eviction. ERA states on their website
that their program “creates well-paying and rewarding
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work for tenant lawyers” (Eviction representation for
all, n.d.), but the numbers are not adding up – there
will either need to be more funding to implement this
program for everyone who faces an eviction, or not
everyone will be able to get the same service, which could
lead to inequitable distribution of these services.
What if instead of providing free legal services, we took
this money and put it into programs that already work
– emergency rental assistance cash grants? Even with
free legal counsel, people would still legally be evicted
for nonpayment, and they would still face the burden of
getting work off or finding childcare to come to court,
and there is still great fear and emotional turmoil in
going through the legal process. Cash grants would
bypass all of those issues, and the pandemic taught us
that cash payments, no questions asked, work. People
who truly needed the stimulus check found financial
reprieve; people who didn’t need it put the money back
into the economy. As covered in Part I of this evictions
series, according to Portland Homeless Family Solutions
which provides temporary housing specifically for
families with children as well as emergency grants, “The
average investment to prevent a family from experiencing
homelessness is only $1,200 per family” (Homelessness
Prevention, n.d). It seems almost coincidental that the
funds per household available from the proposed ERA
bill are $1,400-1,700 per household – that is, enough
in cash grants to prevent eviction for nonpayment for
everyone, every year.
Overall, we can see that housing is not a simple issue to
solve and touches on multiple other sectors, and that we
need to continue to think creatively and critically about
reducing housing insecurity. Stay tuned for the final
chapter in the eviction series this summer.
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M

y previous articles have examined strategies that
Portland-area governments are implementing to contend
with the escalating housing costs in our communities. In
the first, I looked at the complexities and limitations of the City of
Portland’s mandatory Inclusionary Housing policy. In the second,
I provided a status update on the region’s newly approved bond
programs to finance affordable housing development.
This quarterly deepens our understanding of the region’s policy
toolkit by analyzing the City of Portland’s Safe Rest Village
Program. In doing so, I also shed light on a key component of
the city’s strategy for responding to the homelessness crisis. As
the region awaits the delivery of bond-financed affordable units–
specifically permanent supportive housing (PSH) units –it is
imperative that the city develop a coherent and compassionate set of
policies that addresses the current crisis playing out on our streets.
This piece is divided into three sections. The first section considers
how the village model supports unhoused households, as well as
why this approach is surfacing today for the City of Portland. The
second section analyzes questions like: how is the City of Portland
defining Safe Rest Villages? What are their key characteristics?
Who oversees them? And what are the goals of the program?
The third section provides a status update on the Safe Rest
Villages, highlighting programmatic progress, as well as barriers to
implementation.
SECTION I: WHAT IS THE VILLAGE MODEL AND WHY
SHOULD IT BE USED?

Both sanctioned and unsanctioned villages for unhoused households
have existed in the United States and in the region for decades.
Portland’s first recognized village, Dignity Village near the Portland
Airport, first opened in 2000. While not widely implemented,
this alternative approach is not a new model for providing shelter
options for homeless individuals.
Before turning to Portland’s Safe Rest Village program, it is
important to understand basic components of the village model.
In general, villages see significant variability. They can differ in size,
organizational structure, expectations for residents, and in their
relationship to a city entity. That said, a number of elements are
shared across all villages.
Villages consist of pods and common spaces. Individual sleeping
pods are lockable shelter spaces for private resident-use. Though
well-ventilated and insulated, pods are usually not connected to
plumbing infrastructure, and some are not powered by electricity.
Note that some villages use RVs or other camper vehicles in place
of pods. On-site common spaces often include kitchens, bathrooms
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and showers, laundry facilities, gathering spaces, and office space.
One challenge of village development is balancing the amount of
pods the community can support, while also providing adequate
space for common areas and for pods to have appropriate privacy.
Another key element of villages is self-governance. Compared
to shelters, all villages empower residents to have at least some
degree of autonomy over aspects of the community’s social and
physical space. All villages are also governed by a clear set of
resident expectations. Examples include cleanliness, contributing
to community chores, and respectful treatment of community
members. Drug use is usually banned in all public spaces in the
community. That said, some villages ban substance use outright.
This could be in order to comply with funding source requirements,
or in acknowledgement that the presence of drugs and alcohol can
negatively impact other villagers, especially those pursuing sobriety.
A final element pertains to how villages are connected to city
entities and social services. Some villages have no relationship
to a government agency, some are sanctioned but unsupported
by a government agency, while others are directly funded by a
government agency. Typically, for those villages that do have a direct
relationship to an agency, services are provided by a partnering
organization. The variability of the village model is instrumental to
their success; this is a highly flexible approach that can be adapted
to respond to resident needs. As discussed below, the City of
Portland and its partners standardized the model as part of its Safe
Rest Village program.
Villages have become a potential solution in Portland for six specific
reasons. The first is that the homelessness crisis has intensified in the
Portland region in the last few years. From the number of unhoused
individuals, to their visibility in the community, it is undeniable
that we are facing an unprecedented moment for the region.
Policymakers are motivated to actualize effective solutions to this
multifaceted issue. To that end, the City of Portland’s website for
Safe Rest Villages states: “Together, we are adding additional shelter
capacity, including village-style and motel shelters, along with more
outreach workers, more behavioral health resources, and more
rental assistance resources to house people.” The Safe Rest Villages
are thus being framed as one facet of a multipronged approach to
grapple with homelessness in the city.
The second reason that villages are in the zeitgeist pertains to
outcomes from the 2018 9th circuit Court of Appeals decision
in Martin v. Boise (“Boise”). The Boise ruling held that, for nine
western states including Oregon, cities cannot enforce anti-camping
policies so long as that city is providing fewer shelter beds than the
number of unhoused residents. Boise has motivated decision makers
to expand shelter capacity and explore new solutions, like the Safe
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Rest Villages.
A third reason to promote villages is that the traditional shelter
model, while effective at relocating households off the street and
establishing connections to homeless individuals, can be lacking
in several areas. Shelters often lack privacy, fail to achieve a sense
of community, and minimize resident input. Villages, on the other
hand, offer a more dignified and empowering living environment.
As a recent PSU study on Portland’s villages notes, residents have
described their village communities as “place[s] to heal, build
community, and prepare for a transition to permanent housing.”
In line with that sentiment, the researchers found nearly 70%
of interviewed residents were satisfied or very satisfied with their
village community.
A fourth reason is that villages are a proven concept in the region.
See Figure 1 for existing villages in the Portland area. In the last
seven years, six new villages have opened. In addition to providing
safe, sanitary shelter environments, many villages have also
successfully connected residents to long term housing options. The
Kenton Women’s Village, for instance, transitioned 39 women
to permanent housing in its first 4 years. Though each iteration
has unique requirements and characteristics, each community has
affirmed the viability of the overall model.

FIGURE 1: EXISTING VILLAGES IN THE PORTLAND AREA
Name

Year Opened

Size

# of Pods

City Status

Supportive Services
& Provider

Dignity Village

2000

1.2 acres

45

JOHS
supported

Yes - JOIN

Right To Dream Too

2011

N/A

N/A

JOHS
supported

Yes - JOHS

Hazelnut Village

2015

.85 acres

25

Sanctioned

No

Kenton Women’s
Village

2017

.83 acres

20

City sponsored
by JOHS

Yes - Catholic Charities

Clackamas County
Veterans Village

2018

1.2 acres

26

County
sponsored

Yes - Do Good Multnomah

Agape Village

2019

1.5 acres

15

N/A

Yes - Church Partnership
& Union Gospel Mission

Beacon Village PDX

2021

N/A

10

JOHS
supported

Yes - Providence Health
BOB Team

St. John’s Village

2021

.42 acres

19
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Moreover, the City of Portland, JOHS, and community
organizations have direct experience working together through the
“Creating Conscious Communities with People Outside” (C3PO)
program. First implemented in 2020, the C3PO initiative led to
the development of three villages: BIPOC Village (supports black,
indigenous, and people of color), QA Village (supports individuals
identifying as LGBTQIA+), and Old Town Village (non-identity
specific). All Good Northwest currently provides social services at
each of these villages, which are clustered in the central city area.
The success of the C3PO program provided further confirmation
about the feasibility of the Safe Rest Villages.
The fifth reason that villages are a potential solution is that they
offer a cost-effective shelter solution that can exploit underutilized
parcels or parcels not necessarily zoned for a shelter-use. In a
real estate market that is rapidly running out of affordable and
developable land, villages present an adaptable solution compared
to conventional shelters. They can also be phased and grown over
time as needed if the site allows for it.
Finally, the City of Portland has a unique funding opportunity via
the federal government’s American Rescue Plan Act (ARPA). Of
the City of Portland’s $208 million ARPA award, $24.9 million of
this funding is being deployed to address the homelessness crisis. A
majority of those dollars will be directed to financing the Safe Rest
Village program. Initial projections for site development (pods,
community space, and infrastructure) are between $350,000 and
$500,000 for each village. Operational costs are projected to be
$1.5 million, and the program is currently budgeted for three years.
SECTION II: THE CITY OF PORTLAND’S SAFE
REST VILLAGES

The City of Portland conceptualizes Safe Rest Villages as an
instrumental point of entry for Portland residents living on the
street. The program specifically targets individuals in “high-impact
encampments,” defined as sites with evidence of drug paraphernalia
or verified reports of violence and other criminal activity. A
maximum of 60 individuals will reside within each village. To
ensure that this population is served, future residents will be referred
by program partners, including first responders, Park Rangers,
Portland Street Response, and other homeless service providers.
Every Safe Rest Village will offer onsite supportive services through
a partnering organization. Support areas include behavioral and
mental healthcare, substance use disorders, housing navigation,
family reconnection, and processing trauma from life on the street.
Villager engagement with services, while strongly encouraged, is
not required to maintain residency. Services will only be available
for villagers and won’t be offered to other unhoused people in the
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community. Moreover, because service providers will oversee the
day-to-day operations of the villages, the sites will not be selfmanaged, though they will value villager input and contributions.
Two other key program components are that (1) at least one meal a
day will be provided by village operating staff and (2) sobriety is not
required to reside in a village.
FIGURE 2: SAFE REST VILLAGE PROGRAM Q&A

What is the process for identifying new
villagers?

Referrals from program partners, specifically
targeting high-impact encampments

How many villagers will live at each
site?

No more than sixty

Will social services be offered onsite?

Yes, via partnering organizations

Are villagers required to accept
services?

No, services are offered on a voluntary basis

Will villagers self-govern the sites?

No, the service provider will manage village
operations.

Is sobriety required to stay in a Safe
Rest Village?

No, sobriety is not a requirement

In line with the generalized village model detail above, Safe Rest
Villages offer a combination of private and communal spaces.
Villagers will reside and store their personal belongings in lockable
pods. Shared spaces related to hygiene and sanitation will include
laundry facilities, showers, flush toilets, and garbage and recycling
bins. Community spaces range from garden space to community
kitchens, libraries, and gathering spaces, though these features will
be site-specific. Infrastructural priorities for community spaces
are electricity, clean water, Wi-Fi, and HVAC, while priorities for
the village as a whole are fencing, fire safety, and access to public
transportation. See Figure 2 for the City of Portland’s conceptual
model of how a village may be organized.
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FIGURE 3: SAFE REST VILLAGE CONCEPTUAL DIAGRAM COURTESY OF THE CITY OF PORTLAND

Each Safe Rest Village program represents a partnership between
the City of Portland, Multnomah County via JOHS, and a
contracted social service organization, known as the “operator.”
The City of Portland, specifically City Commissioner Dan
Ryan’s office, is responsible for identifying and securing sites well
positioned for a village, as well as managing pod, community
space, and infrastructural site development. JOHS, on the other
hand, oversees the program’s operational administration. These
responsibilities include recruiting site operators and responding
to operator requests. Lastly, contracted operators directly manage
the site, providing social services and day-to-day oversight. These
organizations will have expertise and staff capacity to work with the
homeless community.
FIGURE 4: SAFE REST VILLAGE ROLES & RESPONSIBILITIES

Entity

Responsibilities

City of Portland

Site identification
Site and infrastructural development
Identify operating partners
Operations administration

JOHS
Operator
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The City of Portland has developed a set of criteria for identifying
Safe Rest Village sites. One of the most emphasized considerations
is that villages should be dispersed throughout the Portland area,
rather than clustering them in the Central City. Also, the sites
should be in close proximity to existing encampments so as to not
dislocate unhoused individuals from their community. According
to the City of Portland’s website, “People with lived experience said
they needed services in the neighborhoods where they already had
connections and where they were being forced from their housing
and onto the streets.” With those guiding considerations in mind,
specific site criteria are as follows:
•
•
•
•
•
•
•

No existing environmental hazards
Topography is flat and/or paved and accessible for individuals
with differing abilities
Adequate space for pods, communal space, and social service
infrastructure, especially in light of COVID-19
Close proximity to public transit for access to site
Easy connection to city utilities
Acquisition or leasing costs
Length of time site could be used as a village

Using these criteria, City staff have reportedly vetted some 400
locations, including city- and county-owned land, other public
agency lands, and private properties.
Three goals lie at the heart of the Safe Rest Village program. The
first is to provide a humanizing living environment rooted in
reducing personal and community harm. Throughout the official
documentation on the program, the City frames the villages as
healthy and empowering alternatives to life on the street. They will
be, “spaces where people currently experiencing houselessness can
find respite from the volatility of life on the streets, gain stability,
and receive supports.”
The second goal is to provide a new and better point of contact
with the unhoused community. Unlike a conventional overnight
shelter, the City conceptualizes the villages more along the lines
of transitional housing, where sustained and regular engagement
with social services will lead to connections to long term housing,
specifically permanent supportive housing. From this perspective,
Safe Rest Villages will provide a superior access point along the
continuum of homeless engagement. This includes outreach,
shelters, medical care, and transitional housing. To that end, in
a February 24, 2022 press conference, Commissioner Dan Ryan
said, “we’re projecting that a villager will be on site for six to nine
months.” It is also worth noting that, given the village format and
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Dan Ryan’s proposed residency period, this program draws heavily
on the Housing First approach.
The final goal is rapid implementation. Ryan’s office hopes to take
advantage of the village model’s flexibility and is motivated to have
villages fully operational as quickly as possible. As discussed below,
mobilizing the necessary resources and partners, while managing
project threats, will prove to be a real challenge to achieving this
program goal.
SECTION III: PROGRAM STATUS UPDATE

Commissioner Dan Ryan first introduced the Safe Rest Village
program in 2021. His initial goal was to have six villages fully
operational by the end of Q4 2021. That goal was later pushed back
to early 2022. And today, with no villages open, the goal is to have
all six villages operational sometime this year. Still, progress is being
made. On February 24th, Ryan’s office announced the selection of
all six Safe Rest Village sites.
Sites include privately owned land, as well as parcels owned
by the Portland Housing Bureau (PHB), Portland Bureau of
Transportation (PBOT), and Bureau of Environmental Services.
Especially considering some of the understandable neighborhood
concerns around having a nearby village, site selection is a critical
step for the program. From the Portland Audubon society resisting
a proposed location near the Springwater Corridor in Southeast, to
community protests over a Multnomah Village site and resistance
from the Portland School Board, the Safe Rest Village faced
an uphill battle with community members and organizations.
Interestingly, while neighbor pushback did prove to be a barrier, one
of the biggest challenges to site acquisition came from other City
agencies. A lack of cooperation from the partnering bureaus above
led Mayor Ted Wheeler to issue a late-February emergency order
expediting the site control process.
Figure 5 shows the distribution of the new sites across the city of
Portland. Importantly, per the selection criteria, these sites were
specifically identified because of existing unhoused communities
residing nearby. Commissioner Jayapal said: “The two [villages] in
my district are both in areas where we’ve seen a long standing and
growing presence of people living unsheltered in tents and vehicles
. . . Siting these villages where people already are will provide more
human conditions for them.”
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FIGURE 5: NEW SAFE REST VILLAGE SITES

As of now, the Multnomah Village SRV at the Sears Army Reserve
Center (no. 5 above) will likely be the first to open. With a site
plan formalized, material procurement for site improvements is
underway. All Good Northwest, the homeless services organization
currently managing the C3PO villages, will operate the site. This
is welcome news as the program’s first operating partner, Helping
Hands, dropped from the deal at the end of February.
Helping Hands’ CEO, Alan Evans, wrote that his organization’s
philosophy conflicted with elements of the Safe Rest Village
program, specifically around Housing First. In a February 28
letter, Evans notes that the program requires the operator to
design services around a Housing First approach; the problem, he
says, is that “Housing First recognizes that everyone is ‘ready’ to
return to permanent housing. We are concerned these . . . policies
would leave us unable to implement care effectively.” All Good
Northwest, on the other hand, is confident in the model. Regarding
other operators, one other partner has been announced. Nonprofit
community org, Cultivate Initiatives will oversee the Menlo Park
site.
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The latest update on the program is that Ryan’s office and Lynn
Peterson, president of Metro, are in negotiations to convert three
portions of the Expo Center’s parking lot into a safe parking site for
unhoused individuals. These parking sites would provide less site
infrastructure compared to the villages, but would offer a safe, legal
space for individuals living in RVs or other vehicles to park. The
proposal draws on similarly organized sites in California and, more
locally, in Vancouver, Washington. Ultimately, decision-making
power resides in the Metropolitan Exposition and Recreation
Commission (MERC), the volunteer-led commission that oversees
Metro-owned venues. Should the MERC approve the site, Ryan’s
office will add another creative strategy to its emergency shelter
toolkit.
Overall, Dan Ryan has a complex path ahead. Operators need to
be contracted, sites need to be developed, and villagers need to be
connected to their new communities. The good news is that with an
established funding source and all sites identified, some of the most
challenging obstacles have already been overcome.
CONCLUSION

There is reason for cautious optimism about the Safe Rest Village
program. Traditional shelters can be inhospitable and alienating,
while more compassionate spaces can facilitate deeper engagement
with service providers. It is encouraging that residents will have a
voice in their communities, their own private space, and regular
connections to services.
In the months ahead, one of the biggest concerns for the program
pertains to Ryan’s aggressive goals around long term housing
solutions. Identifying and securing a subsidized unit, especially a
permanent supportive housing unit, is onerous and time intensive,
requiring commitment and energy from the unhoused individual,
as well as technical knowledge and organization from the service
provider.
The subsidized affordable housing landscape is highly competitive
and difficult to navigate for clients and providers alike.
Understandably, the number of permanently housed villagers
will be a critical metric in evaluating the efficacy of the approach.
Hopefully all villagers are housed expeditiously; however, it would
be unfairly to disregard the program for not meeting such a lofty
goal.
Another concern relates to ongoing neighborhood interactions.
How will neighbors engage with the Safe Rest Villages? Will there
be spillover effects (e.g. trash accumulation or negative behavioral
interactions) outside of the village site? And does the City have
resources in place to appropriately mediate any disputes?
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With so much of Portland closely watching the program, it is
imperative to be prepared for these scenarios. One poor interaction
should not define the success or failure of this approach, but,
unfortunately, those situations can dramatically sway public
opinion. Significantly, the PSU village researchers looked at this
precise issue in their interviews with Portland residents living near
village sites. They reported that: “Concerns about villages among
neighbors diminished over time. That is, most neighbors who
reported concerns . . . when they first learned of villages being
located in their neighborhood reported no longer having those
concerns after living near the village.”
Ultimately, the solution to the homelessness crisis in Portland
requires the following three objectives: (1) direct connections with
unhoused individuals; (2) a path to secure permanent housing; and
(3) the availability of an appropriate housing unit. Regarding the
first item, the villages can serve up to 360 individuals at a time–
that’s under one tenth of the latest point in time count for the city
of Portland. Still, the villages are delivering an improved shelter
community to a significant portion of the unhoused population and
providing a superior level of service engagement than traditional
shelters.
The villages should provide the case management necessary
to accomplish the second objective. But what about the third
component, affordable housing availability? Metro reports that over
the last six months of 2021, just under 1,100 units of permanent
supportive housing came online. That constitutes a fifth of the
region’s ten-year goal to deliver 5,000 PSH units. With many more
units in pre-development and under construction, the region’s
commitment to PSH production is impressive. And yet, we will
still not only undersupply the market for supportive housing in the
years ahead, but will also leave questions about today’s pressing and
deepening crisis unaddressed.
The Safe Rest Village program is not a panacea. It has already seen
considerable roadblocks and it will encounter new ones along its
lifecycle. However, it is also expanding the region’s options along
the housing continuum, providing improved living conditions
for unhoused individuals, and offering a viable, near-immediate
solution to a humanitarian crisis at our doorsteps. On this point,
Dan Ryan summarizes things well: “They’re not the only thing that’s
needed, but they are an important part and we cannot afford to
wait. We cannot keep talking about the perfect solution and let it
get in the way of good action.”
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I

f you mention Portland’s design review process to
a developer or an architect, they’ll tell you about
archaic code requirements, cookie-cutter architecture,
and unnecessary cost and schedule impacts created by
volunteer officials’ personal tastes. But many planners,
community members and other design professionals
attest to design review’s effectiveness and the Design
Commission’s necessary role in enhancing the urban
quality of Portland. The process for design review – and
where and how it’s implemented – has shifted and grown
throughout the years, but most recently has seen more
significant changes.
Over the past five years, Portland’s Bureau of Planning
and Sustainability (BPS) assessed Portland’s existing
Community Design Guidelines and Community Design
Standards, in addition to reviewing processes. This
led to the adoption of the new Design Overlay Zone
Amendments (DOZA) in the summer of 2021. DOZA
reflects an effort to streamline the process and provide
multiple modes of project approval.
Spurred by Portland’s 2035 Comprehensive Plan, DOZA
strives to “rewrite the paradigm for design review” as
noted in its 2021 report. It aims to enhance three tenets
of a neighborhood’s character by building on its context,
contributing to the public realm, and promoting quality
and resilience, while also ensuring efficient and effective
project review. These three tenets are seen throughout the
new zoning regulations, which range from new pathways
and exemptions from design review, added restrictions
to the Design Commission, and greater flexibility to the
design review process.
While City Council adopted DOZA unanimously, it
was met with both support and resistance from various
community groups, real estate professionals and civic
leaders alike. As the first change to Community Design
Guidelines and Standards in over 20 years, DOZA
outlines new opportunities, processes, and challenges for
development in Portland.

HISTORY AND OVERVIEW

Portland’s Zoning Code structures itself on base
zones, plan districts and overlay zones. Base Zones set
parameters around allowed uses and limits the size and
scale of buildings, among other provisions. All sites
within the city of Portland have Base Zones. Examples
of Base Zones include mixed-use commercial, industrial,
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and single-family residential. Plan Districts encompass
a set of regulations specific to certain neighborhoods, or
areas of the city like Central City or St. Johns. Overlay
Zones are a set of specific regulations that can be applied
to multiple areas of the city, like Environmental Zone,
Historic Resource Zone or Design Overlay Zone.
These are applied in conjunction with base zones and
oftentimes with plan districts as well.
The purpose for the Design Overlay Zone, as stated
in the initial 2017 Design Overlay Zone Assessment
report, is to “promote conservation, enhancement
and continued vitality of the city with special scenic,
architectural, or cultural value,” and “promote quality
high-density development adjacent to transit facilities.”
These objectives are achieved through the application
of Design Overlay Zone requirements in certain design
districts throughout the city. This requires compliance
with Community Design Standards or Community
Design Guidelines, depending on the level of review
required.
Community Design Standards are quantitative
standards against which buildings are evaluated without
interpretation or discretion. Projects of smaller scale can
use a clear and objective track by fully complying with
the Community Design Standards. These projects can be
approved through the traditional building permit process
without a separate review.
A project can also choose not to fully comply with
Community Design Standards by electing to use a
discretionary track, which is a separate staff level review
from the typical building permit. This allows for greater
flexibility in design, but also risks staff rejection of
proposed alternative means to compliance review. Staff
reviews for discretionary track projects are defined as
Type I and Type II reviews, depending on size and scope.
Larger projects must go through Design Commission
Review to be approved, with more strict thresholds on
size applied to Central City.
Type III reviews go to the Design Commission, which
evaluates and interprets a project’s compliance with the
Community Design Guidelines, a set of overarching,
qualitative goals for a project. The Design Commission
is a board of seven volunteers, one representing the
Regional Arts Council, one representing the publicat-large, and five representing the urban planning,
architecture, design, and development industries. Their
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mission is to provide “leadership and expertise on urban
design and architecture and advance the purpose of the
design overlay zone,” as stated in the City’s Guide to the
City of Portland’s Design Review Process.
Each track for design review has various thresholds which
trigger different review Types depending on a project’s
size, scale and location. While complex, Portland’s
design review process is often touted as the reason why
Portland is considered a leader in urban planning and
development. According to Design Commissioner Sam
Rodriguez, “The City of Portland, before design review,
was pretty unappealing…It would have become the
worst parts of the Lloyd District.”

Figure 1. Diagram indicating design review process for thresholds outside Central City and per DOZA recommendations.

The Design Overlay Zone was first implemented in
downtown Portland in 1959 and expanded with the
Albina Community Plan in 1993. It expanded further
to areas like East Portland, Hollywood Sandy, St Johns,
and Sellwood/Moreland. It was expanded once again in
2018 to Inner Ring Neighborhood Centers and Civic
Corridors. After the expansion in 2018, it now applies to
38% of base zones in Portland.
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This expansion over the past few decades led to more
developers and architects navigating the design review
process in neighborhoods with smaller scale buildings
than Central City. Even though development expansion
continued through the decades, the Community
Design Guidelines and Standards were last updated in
1993. Additionally, the scope and influence the Design
Commission held over projects also expanded, often
contradicting zoning regulations on building scale and
height, or allowing excessive neighborhood influence
on project design. Portland’s design review process was
often touted as confusing, cumbersome, and costly to the
development of the city. This left both local and out-oftown developers and architects struggling to make sense
of the restrictive process. As a result of these challenges,
developers – and portions of the 2035 Comprehensive
Plan – pushed for a clear process and predictable system
of review.

Figure 2. D-Overlay Map per DOZA highlighting neighborhood centers with design overlay, centers without design
overlay, and areas proposed to be removed.
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Initiated in 2017, the DOZA project began as an
independent evaluation of Portland’s design review
process and the Design Commission. Led by consulting
group Walker Macy, the initial assessment, also referred
to as DOZA (Design Overlay Zone Assessment) sought
to provide recommendations for revising the overarching
goals and processes of design review. This evaluation
also included extensive reviews with the public and
professional community including developers, architects,
designers, and community groups.
The assessment laid bare several realities of the design
review process, including its lack of responsiveness to
various project scales, guidelines outside of Central City
that negatively impacted good urban design, and the
Design Commission’s focus on minute design features
rather than broader concepts of context and public
realm. The assessment also indicated that Portland’s
review process “greatly exceeded what other cities
attempt to regulate.” Further findings from interviews
detailed general frustration with the required time, costs,
and effort that was required for discretionary review. This
resulted in applicants selecting the Community Design
Standards to avoid the complicated discretionary review
track.
The assessment’s recommendations focused on two
areas of improvement: process and tools. Process
recommendations sought to revise and improve the
process of design review by adopting a new charter for
the Design Commission, adjusting thresholds for design
review based on size and scale of projects, and ensuring
Design Commission meetings ran more efficiently and
effectively.
Tools recommendations focused on improving the
tools and pathways to successful review of new projects.
Recommendations included clarifying the purpose and
scope of the Design Overlay Zone and synchronizing the
Design Standards and Guidelines, while also using three
tenets of design to simplify for the design standards and
guidelines: context, public realm, and resilience.
Their findings and subsequent recommendations served
as the groundwork for DOZA. Several aspects of the
assessment, including providing flexible design standards
options, refocusing Design Commission review, and
providing various options of meeting Design Standards
found their way into the adopted revision as set out in
DOZA. However, other recommendations, specifically
G a rr e t Ru n c k | Residential Market Analysis

6

those focused on regular monitoring and evaluating
DOZA’s success and pitfalls were not included in the
final DOZA adoption.
DOZA SUMMARY

The multi-year DOZA project culminated with a final
report that sought to amend and revise Portland’s
existing zoning code, specifically section 33.420,
which dictates the Design Overlay Zone and how its
implemented. Having initially started as a two-pronged
approach of DOZA Process and DOZA Tools, the
projects eventually converged into the finalized Design
Overlay Zone Amendments. DOZA was adopted in the
summer of 2021.
In order to achieve the objective of “better support[ing]
high-quality design in development projects through a
process this is efficient and effective,” as well as realigning
the goals and policies set out in the 2035 comprehensive
plan, the Bureau of Planning and Sustainability’s team
established new overarching revisions to the design
overlay zone and design review process:
Create a new Purpose Statement. This goal outlined the
three tenets of building: context, contributing to the
public realm, and promoting quality and resilience, to
which Design Guidelines and Standards would follow.
Intended as a guiding principle for all other amendments
in the DOZA project, this proposal affects section
33.420.010 (Design Overlay Zone Chapter), 33.825.010
Design Review and 33.710.050 Design Commission.
(DOZA Volume 1 (18))
Create new objective Design Standards. In order to
improve development of buildings, while also providing
flexibility, this goal established both new standards as
well as a point-based system for a clear and objective
track review as a part of the building permit process.
These new standards replace the Community Design
Standards, which previously prescribed specific design
features and requirements. Additionally, this goal
outlines new Design Guidelines, the qualitative rules
to which the Design Commission evaluates building
projects. It refocuses review on most impactful aspects
of design, while removing discrete requirements. It also
allows for the application of Design Standards, in lieu
of discretionary design review, for taller buildings up
to 55 feet, as well as some projects within the Gateway
Regional Center.
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Not applying the Design overlay zone to four or fewer
residential units. In line with the recent state-wide
removal of single-family zoning, this change exempts
small scale residential developments and alternations
from design review altogether.
Other, more specific changes also include:
Creating simpler design thresholds, which revises triggers
for review centered on size and height of buildings,
rather than construction costs. Also included in
threshold revisions are loosened restrictions on affordable
housing projects that qualify for City Subsidy Projects
under Title 30, that normally would trigger Type III
review. If 20% of total dwelling units are affordable to
households earning no more than 60% of median family
income (MFI), affordable projects may elect to use Type
II, staff-level design review. This was later amended to
also include compliant affordable projects up to 75 feet.
Clarifying Design Advice Request (DAR) and its role in
the design review process, emphasizing it as an optional
tool for most circumstances. DAR was also expanded for
varying options of meeting type and review time, from
15-minute phone calls to hour long meetings.
Clarifying that development standards are determined
at legislative level and are not subject to the design
review process. This standard protects projects that meet
code-allowed standards such as height and floor area
from discretionary review and restriction by the Design
Commission. It also makes such decisions outside of
their jurisdiction.
Amending the composition of the Design Commission
to include professionals with expertise in sustainable
building practices as well as restricting the public
member at large from being a person associated with the
development industry. This goal seeks to align the design
commission with the third tenant of DOZA of quality
and resilience.
DESIGN STANDARDS

New design standards set out by DOZA intend to
expand the flexibility and opportunity for building
projects when teams elect the clear and objective track.
“The previous Community Design Standards were
more set up for conservation, which are still used in
conservation areas, but they weren’t really applicable to
certain neighborhoods” says Lora Lillard, the former
DOZA project manager focusing on the revisions to
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Design Guidelines.

Figure 3. Diagram indicating the 3 Tenets of Design Guidelines and Design Standards, and the relationship between
object review standards and discretionary guidelines used by Design Commission.
With the “menu” of options, new projects can meet
design standards requirements in ways that are most
applicable to the project’s site. To meet the objective and
quantitative standards as set out in Table 420-1, projects
must indicate compliance with specific standards,
meeting a minimum of 20 points in the new established
point system.
When applying, building projects must include a Design
Standards Scorecard, something that has been a point of
difficulty for city employees. “This has been the biggest
challenge, ensuring architects submit the scorecard along
with the permit submittal,” said Gina Messa, City of
Portland Planner who created the methods to implement
the new design standards. Standards are broken into
three categories, which align to the DOZA objectives of
context, public realm, and quality and resilience.
Each category offers several options to which building
projects can incorporate, capturing specific building
features desired by the city. Here are a few for example:
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CONTEXT (18 STANDARDS IN TOTAL)

• Building Massing and Corners
• Older Buildings/History
• Landscaping
• Adjacent Natural Areas
PUBLIC REALM (22 STANDARDS IN TOTAL)

• Ground Floors
• Entries/Entry Plazas
• Weather Protection
• Utilities
• Vehicle Areas
• Art and Special Features
QUALITY AND RESILIENCE (23 STANDARDS IN TOTAL)

• Site Planning and Pedestrian Circulation
• On-site Common Areas
• Windows and Balconies
• Building
New building projects under 55 feet are expected to meet
“enough of the standards identified in Table 420-2 as
providing optional points to total 20 points, or one point
for every 1,000 square feet of site area, whichever is less.
33.420.c.b.(1)”

Figure 4. Bar chart indicating required and optional points necessary to obtain approval through the clear and objective
track using new design standards as set out by DOZA.2
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However, there are still specific standards that must be
included, depending on a project’s context. For example,
projects sited on corner lots are obligated to comply
with Standard C1, Corner Features on a building,
with varying options on how a project can achieve
the requirement. While design standards appear to be
rigid requirements, their intent is to provide greater
opportunities to meet city requirements: “Previous
standards focused on things like cornices and historic
qualities, these allow for more flexibility,” says Phil
Nameny, the DOZA project manager who led zoning
code revisions.
The DOZA report, recommending the revisions to
Design Community Standard and Guidelines as well as
Design Commissions scope and influence, was submitted
for City Council approval in May 2021. It also included
eight additional amendments, some of which did not
pass:
1. Bridges: This amendment required Design Assistance
Review (DAR) for all bridges with spans greater than
100 feet, rather than requiring Design Review for bridges
with a space of more than 60 feet. This amendment
passed.
2. Make up of Design Commission: Intending to ensure
expertise of natural resource management be moved
to the larger list of development professionals, this
amendment provides greater flexibility in the Design
Commission member make up. This amendment passed.
3. Main Streets Standards Bundle: This amendment adds
five optional design standards for site in the Centers
Main Street overlay in the Inner Patten area. This
amendment passed.
4. Review of Affordable Housing Projects: This
amendment allows for affordable housing projects to
select Type II or Type III design review procedure, and
expanded eligibility to projects using funding other than
city subsidy. This amendment passed.
5. Threshold for Design Review: This amendment
reduces the threshold of design review from 75 feet to 55
feet, except affordable housing projects made eligible by
Amendment #4. It allows for affordable housing projects
to choose between design standards or discretionary
review. This amendment did not pass.
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6. Technical Amendments: This amendment allows for
technical revisions not included in the initial DOZA
draft. This amendment passed.
7. Ground Floor Active Use in Arbor Lodge: This
amended adds new standards for the eastern edge of
Arbor Lodge, requiring active use on ground floors of
new buildings. This amendment did not pass.
8. Directive to create character statements: This
amendment directed BPD to create character statements
for each for neighborhood or areas with Design Overlay.
This amendment passed.
DOZA and the proposed amendments saw both support
and opposition through oral and written arguments.
Many professional and community members supported
DOZA, citing the improved processes and exemptions,
as well as special considerations for affordable housing.
In a written statement, a coalition of 18 organizations,
including BRIDGE Housing, Sera Architects and Ethos
Development, urged the adoption of DOZA measures,
stating “Affordable housing often faces stringent
financing deadlines from common sources such as
LIHTC… Predictability throughout the process and the
option to choose a truly clear and objective path is key in
these instances.”
Meanwhile, Katherine Shultz, Director and Principal
of GBD Architects, believes that DOZA could go even
further. “In a perfect world… the design standards will
work so well that they will work for Central City and
you won’t need a Design Commission,” Says Shultz. The
Design Commission as well stood in support of the new
Community Design Guidelines proposed by DOZA.
But not every architect and developer stood in support
of DOZA, especially the items surrounding affordable
housing.
Citing the potential detriment to Portland’s urban
quality, specifically in regards to Amendment #5, a
coalition of organizations, including Holst Architects,
Adre Development, and the Design Commission itself,
wrote in opposition to greater options for affordable
housing projects: “Eliminating the opportunity for
substantive community engagement through early
engagement and design review stigmatizes affordable
housing developments and their residents.” The coalition
letter went on to detail the typical fee of design review
of approximately $35,000 as being negligible for an
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overall development budget, however neglected other
associated costs required to bring projects to the Design
Commission and revise projects based on their decisions.
As put by Tom Brenneke, President of Guardian
Properties, “[Design Review] slows things down,
[and] costs more, every time. It’s money, it’s redrawing
things, it’s repricing things, it goes on and on, and it’s
expensive.”
Additionally, David Keltner, principal of Hacker
Architects, wrote a strongly worded opposition letter,
stating: “This proposal is not about affordable housing.
It is an effort to remove a process a specific group of
architects and developers are bad at.”
Katherine Shultz, criticized this position, saying, “That’s
the problem with it… [GBD is] known for being able
to get through the Design Commission. I’m really proud
of our team. [But] think of all the architects who can’t
do it because they’ve never been in front of the Design
Commission. It’s the old architecture club, so that
bothers me … it stifles creativity.” While developers and
design professionals presented opposing viewpoints on
DOZA, it was eventually approved by City Council and
officially adopted in July 2021.
City Commissioners stated their support upon DOZA
passing, with Commissioner Dan Ryan stating in a
press release, “Over the next 10 years, we’ll continue to
experience a need for housing. These changes make it
easier — not harder — to create housing … It’s a great
policy.”
Mayor Ted Wheeler also declared his support, “DOZA
reflects the outcome of a long process to meet our
community’s need…” With support from the city and
various community and professional groups, DOZA
is now part of Portland’s zoning code and is being
implemented in projects around Portland.
“We mostly have alterations using the design standards
at this point, although there are many outright
exceptions that normally would have been required for
design review, that aren’t being submitted,” says Gina
Messa, City Planner, who reviews new projects filing
under the new DOZA revisions. Stating that time will
tell how developers and their consultant teams will use
the menu of options from the design standards to their
advantage, Mesa further explains that “We haven’t seen
any patterns yet, but I just had a staff member request
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information in regard to what standards are being used.”
Meanwhile, Design Commissioner Sam Rodriguez says:
“Developers will pick the path of least resistance…
[DOZA] will accelerate things for developers, but
may limit the variety of buildings in Portland.”
But anecdotally, it appears architects and developers are
eager to use the new paths to design review approvals.
Katherine Shultz of GBD Architects says that she plans
to use the new Community Design Standards and
objective review for a project that kicked off in May.
However, the kind and quality of development that will
result from the new options to design review procedures
provided by DOZA adoption remains to be seen.
Echoing the recommendations from the original 2017
assessment and final 2021 report for greater monitoring
of the new processes and tools, Phil Nameny from BPS,
states:
“We need the resources to really monitor it and see
how it’s being used. Eventually we need to reevaluate
how it’s working, and what needs to change.”
Nameny highlights the city staff’s need for greater
support in actively determining how well new standards
are benefiting Portland.
Sam Rodriguez also called for greater evaluation saying,
“Let’s take the good and leave out what’s bad.” Rodriguez
calls for a continued process of improvement to design
review to determine how DOZA is not only promoting
development, but also improving the quality of Portland.
What those measures are, and how they will be used to
judge DOZA’s effectiveness, are yet to be determined.
But city officials and community members appear to be
optimistic.
Considering it took Portland over 20 years to overhaul
the old Community Design Guidelines and Standards,
developers and community members now wait anxiously
for further improvements and revisions to be made.
Understanding how DOZA will affect the look and feel
of Portland’s urban landscape — and whether it will help
keep Portland “weird” — may take several years, or even
decades considering the time required for buildings to be
completed and neighborhoods to develop.
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